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Disclaimer

A ThePuerto RicoFiscalAgencyand FinancialAdvisoryAuthority 6 & ! | Cthe®#etteRicoAqueductand SewerAuthority 6 & t w ! the! & |
Governmentof Puerto Rico(the & D 2 @ S NJ/ ah@ehch éf th&ir respectiveofficers, directors, employees agents,attorneys, advisors,
members,partnersor affiliates (collectively,with AAFAFPRASANd the Governmentthe & t | NJim&k8 rip ¢epresentationor warranty,
expressor implied, to any third party with respectto the information contained herein and all Parties expresslydisclaimany such
representationsor warranties

A ThePartiesdo not owe or acceptany duty or responsibilityto anyreaderor recipientof this presentation,whether in contractor tort, and
shallnot be liable for or in respectof any loss,damage(includingwithout limitation consequentiadamagesor lost profits) or expenseof
whatsoevemature of suchthird party that may be causedby, or allegedto be causedby, the use of this presentationor that is otherwise
consequenuponthe gainingof accesgo this documentby suchthird party.

A This document does not constitute an audit conductedin accordancewith generallyacceptedauditing standards,an examination of
internal controls or other attestation or review servicesin accordancewith standardsestablishedby the Americaninstitute of Certified
PublicAccountantsor any other organization Accordinglythe Partiesdo not expressan opinion or any other form of assuranceon the
financialstatementsor anyfinancialor other information or the internal controlsof the Partiesandthe information containedherein

A Any statements and assumptionscontained in this document, whether forward-looking or historical, are not guaranteesof future
performanceandinvolvecertainrisks,uncertainties,estimatesand other assumptionsnadein this document Theeconomicand financial
conditionof the Governmentandits instrumentalitiesis affected by variousfinancial,social,economic environmentaland political factors
Thesefactors canbe very complex,may vary from one fiscalyearto the next and are frequently the result of actionstakenor not taken,
not only by the Governmentand its agenciesand instrumentalities,but also by entities such as the governmentof the United States
Becauseof the uncertainty and unpredictability of these factors, their impact cannot be includedin the assumptionscontainedin this
document Futureeventsand actualresultsmay differ materiallyfrom any estimates projections,or statementscontainedherein Nothing
in this documentshouldbe consideredasan expressor implied commitmentto do or take, or to refrain from taking,anyaction by AAFAF,
PRASAhe Governmentor anygovernmentinstrumentalityin the Governmentor an admissiorof anyfact or future event

A Nothingin this documentshallbe considereda solicitation,recommendationor adviceto any personto participate, pursueor supporta
particularcourseof actionor transaction,to purchaseor sellanysecurity,or to makeanyinvestmentdecision

A Byacceptinghis document,the recipientshallbe deemedto haveacknowledgedndagreedto the termsof theselimitations.

A Thisdocumentmay contain capitalizedterms that are not defined herein, or may containterms that are discussedn other documentsor
that are commonlyunderstood Youshould makeno assumptionsabout the meaningof capitalizedterms that are not defined, and you
shouldconsultwith advisorsof AAFABhouldclarificationbe required

A Numbersmaynot adddueto rounding

Puerio Rico Aqueduct and Sewer Authortty
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Important Considerations

A Thepurposeof this submissioris to complywith OversightBoardmandateddeadlinefor submissiorof a draft amended
andrestatedfiscalplanincorporatingthe recommendationgeceivedfrom the OversightBoard

A Certainchallengesnake submissiorof a fully developedfiscalplan not possibleat this stage Therefore,this submission
shouldbe considereda draft for all intended purposes PRASAAAFAFand the Governmentof Puerto Ricoreservethe
right to makerevisionsand changesasnecessaryat their entire discretion

A The projections included herein are basedon t w! { AAFAFAnd its consultantsbest estimates consideringthe
information available aswell asthe timeframe providedto preparethis amendmentto the CertifiedFiscaPlan

A The assumptionsapplied to prepare the projections included herein, including macroeconomicforecast impacts,
collectionand electricity rates and other variableswill be updated as more information becomesavailable However,a
minor changeon any of the assumptiongnay significantlyaffect the projectionsincludedherein

A At this time neither PRASAor AAFARan provide certainty on the total impactthat Hurricanedrma and Maria will have
on the financialprojections,specificallyon the revenues gxpensesand capitalimprovementprogrant nor of the funding
amountsto be recoveredfrom the insurancecoveragesand from FEMA PRASAand AAFAFcontinue to assessand
estimatethe damagessuffered,and PRASAurrentlyworkingwith its Insuranceprovidersand FEMA

A The projectionsincludedherein do not reflect the potential impact from the TaxReformapprovedrecently by the US
Congressnor from potential drought, new hurricanesor other natural disasters In addition, the projectionsincluded
hereindo not reflect the potentialimpactfrom the disasterassistancdéundingto be providedto PuertoRicoapprovedon
February9, 2018 by the Federalgovernmentas there is still not sufficient certainty and information on the specific
funding PRASAvIll receivein order to fully analyzeand quantify its impact

A Basedon the amount of uncertaintiesof the impact of Hurricanesirma and Maria to PRASAnd to the economyof
PuertoRico,the projectionspresentedhereinare subjectto materialchanges

A This FiscalPlan will be further amended after certification, if needed, to incorporate and reflect the final damage
assessmentesults

M4\, Pusrio Rico Aqueduct and Sewr Authortly
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PRASA at a Glance

The Puerto Rico Aqueduct and Sewer
Authority (PRASA) endeavors to provide
high -quality water and wastewater
services to the people of Puerto Rico at an

affordable cost

PRASA has been characterized as the most complex water
utility in the US and may be the most complex in the world

8 DAMS 114 FILTER PLANTS 51 SEWER PLANTS
with 143 INTAKES TREATING
PRODUCING 220 MGD
508 MGD

Reference: Preliminary data for FY2017, subject to change

AUXILIARY FACILITIES:

PUMP STATIONS 2,186

SERVING
1,236,728 CUSTOMERS
96% WATER
59% SEWER

WITH
4,654 EMPLOYEES

OVER 4,000
OVER 20,000

TANKS- 1,723 MILES OF PIPES

D e e vononponu

WATER WELLS299

A
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Background

M In recent years, PRASA has incorporated a series of initiatives to both: g
® improve revenues =
® control expenses =

with the ultimate goal of deliveringustainableandhigh-quality =
serviceso its customers.

m The results achieved are the productiofv ! { | Qa Oy Y A (i
becommgaseJﬁdzauI)\YI 0fS SyidAadezr NB3IA 27T
economic situation

B PRASA has managedsustain its revenues and control its expens€@dzNJi K S NJY 2 NB =
rate structure was designed to provide sufficient funds to cover all of its operating expenses
and current and projected debt service, however the CIP has been historically funded with
external financing, including federal funds.

B Recently PRASA faced the following major challenges:

e Critical droughtperiod experiencedin et w! { 1 Q& Tl OAft AGASE | yI
FY2015 mandating islarwide water severally affected by twilajor Hurricanes
rationing programs OGUKS | dzNNAOlIySaso | 7T

® Declining population and consumption ~ September 2017

o .

Lack of market accede finance the \ ® Hurricane Irma.
Capital Improvement Program since \ Hurricane Maria

2012
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Revised Fiscal Plan

B On August25, 2017, the FiscalOversightManagementBoard (the OversightBoard)approved
and certified t w! _{ Fis@adPlan (the Certified Fiscal Plar) as modified to incorporate the
Oversight. 2 | N&t@rimendationsfrom the April 28, 2017 initial FiscalPlan approval and
certification (which was conditionedto the incorporation of three amendmentssubmitted by
PRASAN May 28, 2017).

B At the direction of the OversightBoard, PRASAwith the advice of AAFAFand its legal and
financial consultants, has prepared this Revised Fiscal Plan, which supersedesthe ones
presentedin the past, to include updated availableinformation and to reflect the projected
impact of HurricanesIrma and Maria on the projected revenues, expensesand Capital
ImprovementPlanand sourcesof funding, as well to include recommendationsreceivedfrom
the OversightBoardon February5, 2018

B This RevisedFiscalPlan coversa 6-year period, starting on FY 2018 instead of 10-years as
includedin the prior certified FiscaPlan

uondINpPo.IU|

A The timeframe reduction for the RevisedFiscalPlan was adopted to comply with the
OversightBoardrequirements

A The RevisedFiscalPlan will be affected by many uncertainties surroundingthe A & f |

economyandt w! {recQweryprocessin the aftermath of the Hurricanes,therefore,

PRASAAAFAFRaNnd the Governmentof Puerto Ricoreservethe right to makerevisionsand

changesasnecessaryat their entire discretion

At the time of preparation of this Revised Fiscal Plan, there are still many uncertainties regarding the fin:
projections due to several unknowns, including, but not limited to: reduction in customer accounts and
consumption, collections behavior, total CIP requirements to restore the service and federal funding
availability/appropriation

<
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Fiscal Plan Objectives

The RevisedFiscal Plan* incorporates the best current estimated impact of Hurricanes
Irma and Maria on the financial projections (which could materially changeas additional
andmore certaininformation becomesavailable)andwasdevelopedto allowfor:

uondINpPo.IU|

the continued provision of a safe and reliable supply of drinking water and
treatment of wastewater, complying with federal environmental regulations to
safeguardthe health of the population and the environmentof the island, while

:’_;E'.:_ avoidingpotential penaltiesand criminalcharges

the required investment in necessaryinfrastructure to restore the system and

ensurecompliancewith requiredstandardswhile promotingmuchneededeconomic

growth throughoutthe island focusedon improved water quality and reduction of

physicalwater losses

‘\‘?I]‘

the inflow of insurance and federal funds proceeds expectedto be availableto
N—" partiallycoverthe incrementalfinancialneedsrelatedtot w! {syst@rarecovery

S t w! {lbn@#@&rm financial self-sustainability, while guaranteeingan affordable
in servicefor all customers

* Includes best current estimated impact of Hurricanes Irma and Maria on the financial projections, which could materialipghas additional
and more certain information becomes available

April 5, 2018



Hurricanes Irma and Maria

A On September6, 2017, Puerto Ricowas affected by Category5 Hurricane Irma, one of the
strongeststormseverrecordedin the Atlantic,with windsof up to 185 milesanhour

A Asaresultof its passinghrough the north of PuertoRico,PRASAuUffereddamagesto water
treatment facilities and structuresacrosshe Island

A Overone million customerslost electric power and over 1/3 of PRASAustomersdid not
havedrinking water

A On September20, 2017, Puerto Ricowas directly struck by Category4 Hurricane Maria, with
sustainedwinds of approximatelyl55 mph, powerful rainsin excessof 20 inches(and over 40
inches in some isolated areas) and widespread flooding causing tremendous destruction,
including further damage to Puerto w A O @eQtéical system (generation, transmission and
distribution)andto the water and wastewaterinfrastructureislandwide

A HurricaneMaria causedvast power outages,resultingin shutdownsof water and wastewater
) treatment plantsacrosshe island,andthe inability to pumpwater and wastewater
A Asa result of the Hurricanes PRAS/suffered catastrophicdirect physicallosses,damagesand
_ the suspensiorof its billing/collections processfor about2 months

A PRASAurrentfocusis to expedite the rebuilding and repairs processof its facilities in order to

promptly recoverthe safedrinkingwater andwastewaterservicedor all the customers

A Largelyasa result of the efficient managementand operation of over 1,600 electric generators,
water servicehasbeenrestoredto over 9 /%oft w! {cusibiers

April 5, 2018
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Hurricanes Impact Summary

REVENUES

Materially reduced billings and collectionsreflecting not only the consumption
reductionfor the period PRASAvas not ableto provide servicesput alsofor the
expectedreductionin customeraccountsand consumptiondue to the projected

economycontractionand populationmigration

uondINpPo.IU|

EXPENSES
Someexpensesare expectedto be reduced,asfor examplethe electricity cost

but, on the other hand and at a greater scale,other expensecategorieswill be
materiallyincreasedncluding dieselcostsfor power generatorsusedto operate
facilities,security,chemicalsand overtime

CAPITAIMPROVEMENPROGRAMCIB
The CIP is expected to materially increase to incorporate the costs for system
restoration and rebuild after the Hurricanes

INSURANC& FEMAFUNDS
FEMA and insurance proceeds are expected to partially finance qualifying CIP
projects as well as a portion of the incremental operating expenses

April 5, 2018
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Main Water Industry
Challenges

Plan to address the
identified challenges

ENVIRONMENTAL

REGULATIONS
HIGHER CAPITAL AND
OPERATING COSTS

AGING INFRASTRUCTUR
AND CAPITAL INTENSIV%
OPERATION

VULNERABILITY
TO CLIMATE CHANGES Al
NATURAL DISASTERS

Through its revised Capital

Improvement Program, PRASA

intends to address these
challengesienewing the
iInfrastructure, ensuringwvater
quality as well as focusing on
increasing thesystem resiliency
to reduce its vulnerability, as
fully addressed on the CIP Su
Section under the Baseline
Projections Section

incorporated

Throughout this document the long term plan to address the major identified challeng

jes is
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Main PRASA Challenges

Main PRASA / 4 4  Plan to address the !
~~~ _ Challenges ~~ jdentified challenges S
- = —
LARGE AND COMPLEX E% tw! {1 Qa /Lt AYyOZN 2
A INFRASTRUCTURE % o consolidate and simplifithe system kS
LOWDENSITY POPULATION, AN Q = g o ¥ ¥ -
SIGNIFICANT VARIATIONS IN ELEV; === cﬁg 6dzu 2yte U2 Q.K >
AND CLIMATE O adversely affect the system resiliency

POPULATION AND BILLED PRASA Intends to soften water

© WATER CONSUMPTION DECL consumption expected decline

LSO UlalS AT & WFARS12C 5 0 impact on revenue, through the
POPULATION LIVING BELOW POVEH b} . . .

LEVEL = > externalization of Commercial
A DZ: © ServicedActivities as well as the
: = through thereduction of physical
HIGH LEVELS OF NON - water lossesacross the system, as
REVENUE WATER (NRW) fully addressed in the New Initiatives

Section

INABILITY TO ACCESS THE CAP

MARKET
CURRENT FISCAL ENVIRONME
RESULTED IN THE CIP SUSPENSIO

The final goal of this Fiscal Plan is|to
achievelong term financial
sustainabilityallowing for market

access to fund the CIP

nancia

)

FI
Sustainability
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PRASA Long Term Vision

servicesto the peopleof PuertoRicoprotectingtheir healthand environment

A Despitethe Hurricanesimpact, PRASAs focusedon finding a way backto resumeits positive
trajectory asthe bedrockof reliablewater and sewerservices

PRAS/Aendeavorsto provide high-quality, reliable and affordable water and wastewater .
S
B
3
i)
QD

A In pursuingthis visionandto achievelong-term fiscal sustainability, t w! {keydb&usareas
are:

Reductionof Non RevenueWater (NRW)losses,increasingoperational efficiencies
andrevenuesandreducingexpensesllowingfor the implementationof bestpractices
of the industry, including partnershipswith private companieswilling to invest in
t w! {iffr&#&ucture,while improving customersatisfaction

Capital Improvement Program oriented toward water quality to provide for
compliancewith federal environmentalregulations,safeguardingthe health of the
population and environment of the island, minimizing potential for service
interruptions as well as to avoid incremental requirementsand penaltiesfrom the
environmentalagencies

.'))" Systenmresiliencyand anti-fragility improvementto promptly and successfulhaddress
potential threats and adaptto changeg(includingclimate changes)ffectingt w! { ! ¢
infrastructure, therefore reducingsystemvulnerability,guaranteeingrevenuestability
andreducingoperatingexpensessolatility

April 5, 2018



FinancialSustainability

15
WWA State of the

ATER INDUSTRY
Report

a h ythe path toward financial sustainability,
water providers should strive to implement fair
rates_ and_feesthat rfeflect the total costof water | RSN,
services including infrastructure renewal and | ISR TNy

_— replacemente sustainable
N i B= 2015AWWAStateof the Water IndustryReport

PRASA main goal tc

DebtversusRateRevenueFinancingor CIP

oXit is virtually unheardof for any utility (water, wastewater, electric,
and natural gas) to fund all of its capital needsvia 100% PayGo
financing The appropriate level of rate revenue funded capital
iImprovementsis unique for eachutility . Asa result,thereis no industry
standardpercentagehat canbe recommendedn all situationse

a w élievesthat a target of achieving 50% rate revenue financing
within 10 years is appropriate for PRASAN order to balance the
conflicting objectivesof minimizingrequiredrate increasewhile, at the
sametime, reducingPRASA'sveralllevelof defaultriské

- ProfessionaDpinion Report, RaftelisFinancialConsultant(December
2016

April 5, 2018



FinancialSustainability Goal

A PRASHas defined Financial Sustainabilityas the ability to
generate and provide sufficient revenue through an
affordable rate structure to provide quality and reliable
serviceg provideaccesgo the capitalmarketsand meetingthe
following financial obligations

A operatingexpenses
A debt servicerequirements : :
PRASA is now planning to

A aportion of its Capitallmprovement Program implement gradual rate

A t w! {objékﬁveisto startgraduallyself—funding increases to start self funding
A TheRenewaland Replacemeninvestment,which the CIP butaking in
reflect the annual regular needsto maintain the considerationservice
systemin adequateconditionfor operation affordability

A On the longterm, other CIP projects, up to
approximately 50% of the total CIP needs,

Based on the capital intensiv

excludingprojectsfinancedwith federalfunds VI dzNB  2oferations!

A Thereminder of the CIPis expectedto be financedthrough areduction in current debt
debt, which will allow to distribute the impactto customers service as well as federal
ratably throughout the period in which the projectsprovides ESitlaleEN N aplr4=1ilo]a R EVA )

benefitsandserviceto suchcustomers reach this goal

April 5, 2018



To achieve Financial Sustainability, PRASA is planning to make adjustments in eaichaofcids projections
componentsto increase available resources\(enues and financinpand reduce the financial needsxpenses,
CIP and debt servigdo allow for gradually start CIP self funding

New Financing ant
@ Federal Funds
Cﬂ Maximization

New Financing

|-

Revenue Enhancemen

Initiatives Cm

A =4

Sources
of Funds

Uses of

CIP refocus to
quality &

resiliency |

Savings
Initiatives

implementation of the initiatives proposed herein, PRASA will be able to achievs:
, While improving the system to provide for a reliable, and quality service through a resilie
and moderninfrastructureand allowing for an affordable service for the benefit of Puético as a whole

April 5, 2018
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Long Term Vision

Lever Funded
Initiatives
Type Investment1

'.$:‘ g $3M
$1,964M
$3,403M
f_‘, $100M
TBD

Annual
Operating
Impact

© o

GbS¢ LYyAdU
Section

" X

GbS¢ LyAdU
Section

d.réStAyS
Section

O s -

Conditioned to
federal funds
availability

Not modeled due to
current uncertainties

TBD

X
X
X

& W

& W

@ =W

Not modeled due to
current uncertainties

The initiatives to be implemented will allow for an increase on cash available

providing for potential new funding to minimize rate increases

Al

Al

Long Term
Funding

1 Projected increasen 6yearCIPFor Resiliency and Consolidation projects the period may extend after FY2023.
2Estimatedoperatingimpact on the operatingresult, reflectingthe net effect on revenueincreaseor expensereductionif positive (allowingfor more cash

for debt service, therefore allowing for a viable debt restructuring and <

available)and on expenseincreasef negative Excludeshe impactof debt serviceincrease

jerto Ilce Aqudm and Sewer Authortty

Funding

April 5, 2018
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Understandingand reducingwater producedbut not billed (NRW)ist w! { higR@riority
objective asit will have both a revenue enhancingand an expensereduction impact on its

finances(aswater productionneedsare reduced)

Combinedphysicabndcommercialossesnakeupthe a €

A

/WATER

PRODUC

NONREVENUE
WATER

Puerio Rico Aqueduct and Sewer Authortty

FY 2017 Preliminary Water Audit Results

Production
507 MGD

Authorized

Consumption

215MGD

Unbilled Authorized
Consumption
7 MGD

Commercial Losses
42 MGD

Water Losses

292 MGD

Physical Losses
250 MGD

April 5, 2018

a (véatérdpases

Revenue Water
208 MGD

Non Revenue Wate
299 MGD







































































































































































































































































































































































































































































































































































































